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lt will he obvious that us the rise of Prices caused by the increased supply of Gold is mainly due in the first instance to the issue of n larger amount of Credit by the Hanks, the Trices that will feel the effect first are the Wholesale Prices of those important articles of human consumption that make the chief demands on the Banks, such as wheat, maize, cotton, wool, iron, and so forth. Tliis rise in Wholesale Prices, caused by an increase in the supply of Gold, tends, under the operation of economic forces, to be diffused over all other Prices, and affects them more or less quickly according to the circumstances of each case. The rise in Wholesale Prices, while wages and other items of cost lag behind, causes an increase in the profits of producers, encourages enterprise, stimulates the demand for labour, and brings about higher rates for the use of Capital. The increased demand for labour reduces unemployment, and gradually causes Wages also to rise until they bear the due economic relation to Prices.
The persons who suffer are those who are entitled to receive money payments fixed by law, custom, or contract, the amounts of which either do not vary at all or vary very slowly in accordance with changing economic conditions.
It is hardly necessary to point out that a fall in Prices due to a monetary cause has the opposite effect. It lowers profits, and the fall in profits